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net worth in relation to long-term liabilities but a worsening
debt / equity ratio showed that the increase in the debt was
more than the increase in the amount of the net worth. All
these ratios show increasing debt. If the firm is able to earn
profits by increasing long-term debt or total debt, there may
be hope of attaining financial stability in the future. But, this
firm was only incurring losses (Section-A (ii), B (ii), Table 4.5)
and cumulative losses exceeded total assets (Section-E, Table
4.5) from 1981 onwards indicating its inability to maintain
either long-run stability or profits.
For Firm-Ill, increasing debt in relation to equity was
seen in Section-A, Table 4.6. Decreasing net worth in relation
to long-run liabilities and bank credit was seen (Section-B and
C, Table 4.6) which implied increasing debt but net worth /
fixed assets (Section-D, Table 4.6) showed a rising trend.
Similarly, net worth / net sales showed an increasing trend and
it was 30.14 in 1982 i.e., per every unit of sales, net worth
was 30.14 (Section-E, Table 4.6). This along with asset-usage
ratios (Table 4.3) revealed that the turnover cf assets was very
low and decreased steeply indicating under-utilisation of assets.
Long-term liabilities / total assets showed a rising trend and
was 0.82 in 1982 i.e., the share of long-term liabilities in total
assets was increasing (Section-F, Table 4.6). Again total out-
side liabilities / total assets was increasing and its value was
1.86 in 1982 (Section-G9 Table 4.6). Increasing liabilities
associated with increasing negative earnings (Section-A (ii)
and B (ii), Table 4.5) over a period of five years (1978 to
1982) put the firm in an insolvent condition in the longrun.
For Firm-IV, debt / equity ratio was increasing but at
an insignificant rate whereas net worth by long-term liabilities
and net worth / bank credit showed an increasing trend
(Section-A, B and C, Table 4.6). This implied less and less
dependence on long-term liabilities as well as bank credit or
increasing net worth in relation to liabilities. Net worth / fixed
assets (Section-D, Table 4.6) crossed 1.00 even in .1979 indica-
ting coverage of fixed cost by owners' funds. Net worth / net
sales (Section-E, Table 4.6) showed a falling trend and was
0.88 in ,1981 indicating 88% of net sales were financed by net
worth. Long-term liabilities / total assets showed a falling
trend which implied lessening long-term liabilities in relation